NOTE FROM THE FILING UTILITIES
January 15, 2002

Thisinitial draft of the Paying Agent Agreement isawork in progress. The Filing Utilities have not
thoroughly reviewed the draft and it does not represent a consensus proposal. However, the draft does show
the preliminary content and form of the Paying Agent Agreement that is planned to be filed on March 1,
2002.

The draft is being released in order to obtain input and comments on the content of the draft from interested

parties. Comments can be sent to Robb Roberts, rfroberts@bpa.gov, who lead the drafting, or to Bud
Krogh or Chris Elliott, ekrogh@serv.net, chrisrtowest@earthlink.net, of the Project Team.

Comments are due January 29, 2002.



Paying Agent Agreement
Draft Summary
January 14, 2002

AGREEMENT AMONG RTO WEST
AND TRANSMISSION OWNERSTO USE PAYING AGENT

This Agreement, executed , 20, by and among RTO Weg, Inc, a
nonprofit corporation formed under the laws of the State of Washington (“RTO West”),
the United States of America, Depatment of Energy, acting by and through the
Adminigrator of the Bonneville Power Adminigration (Bonneville), PecifiCorp, ldaho
Power Company, Montana Power Company, Puget Sound Energy, Inc, Aviga
Corporation, Sera Pecific Energy Company, Portland Generd Electric  Company,
Nevada Power Company, and BC Hydro (the foregoing entities are referred to herein in
their collective capecities as Parties or Participants, and in ther individud capacities as
Party or Participant).

WITNESSETH

WHEREAS, the Transmisson Owners (as hereinafter defined) are coordinging the
operation of thar transmisson sysems through the use of RTO West regiond
trangmisson organization in furtherance of policies, orders and rules of the Federd
Energy Regulatory Commisson;

WHEREAS, the Transmisson Owners desire to provide for an efficient arrangement for
the collection of revenues from the combined operations of ther transmisson systems
and to provide the cusomers of such sysems with a common payment facility for the
collection of revenues; and

WHEREAS, each Paticipant desires to assure that notwithstanding the common payment
facility, its revenues will be not be diverted or applied to obligations other than its own;

Now, therefore, the Parties hereto mutually agree asfollows:
Definitions

(@) “Company Rate’ means a load-based access charge for transmisson service as
provided in the Transmisson Operation Agreement.

(b.) “Cugtomer” means a corporation, firm, partnership, cooperative, association,
joint venture, limited lidbility company, trust, public or governmenta body, or
other lega perlson or entity, other than a Transmisson Owner or a Scheduling
Coordinator, who receives transmisson and related service under a Tariff.

(c) “Busness Day” means a day other than a weekend day, Washington State

holiday, or Federa holiday, on which RTO Wes is open for commercid
business.
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(d) “Paying Agent” means one or more entities retained by the Participants
pursuant to this Agreement, and whose responshilities are to recelve, hold and
digtribute funds derived from the coordinated operations of the Transmisson
Owners respective transmission systems under a Paying Agent Agreement.

(e) “Paying Agent Agreement” means one or more agreements among the Paying
Agent, the Transmisson Owners and RTO Wes, the terms of which shdl
provide for the Paying Agent to receive, hold and digtribute funds derived from
the coordinated operations of the Transmisson Owners respective transmisson
systems, as provided herein, and from Scheduling Coordinators as provided in
the Transmission Operation Agreement.

(f.) “Scheduling Coordinaor” means an RTO West cetified scheduling
coordinator, as defined in the RTO West Tariff;

(g) “Taiff” means a taiff, agoproved by the Federd Energy Regulatory
Commisson, governing the rates tems and conditions of transmisson and
related service by and through RTO West and one or more Transmisson
Owners.

(h.) “Transmission Access Charge’ means [TO COME]

(i) “Trangmisson Owng”™ means an owne of trangmisson feclities that has in
effect a Transmisson Operating Agreement with RTO West and who is or after
the effective date of this Agreement becomes a Party to this Agreement.

(4.) “Transmisson Use Access Charge’ (TUAC or TRF) means a charge for the
provison of access to the RTO West-controlled transmisson grid, that is based
on the right to schedule ectric power between any par or pars of injection
and withdrawd points, as provide in the Transmisson Operating Agreement.

(k) “Transfer Chargg’” means a charge between Transmisson Owners for
transmisson service reaing to transmisson contracts converted to RTO
sarvice, as provided in the Transmission Operating Agreemen.

(1) “Trangmisson Operating Agreement” means that agreement dated [DATE]
among the Transmisson Owners pursuant to which the Transmisson Owners
have agreed, among other things, to the joint operation of ther respective
tranamission facilities by RTO Weg, as such Agreement may from time to time
be amended.

2. Exhibits.
Exhibit A isby this reference incorporated herein and made part of this Agreement.
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3. Term of Agreement

This Agreement shdl be effective upon execution and delivery and except as to accrued
obligations and ligbilities shdl terminate with respect to a any paty on the earlier of the
date that a Paty withdraws under this Agreement or the date that the Transmisson
Owner no longer has in effect a Tranamisson Operating Agreement with RTO West.

4. Paying Agent Essential

The Paticipants agree that a Paying Agent is essentid to assuring a secure flow of funds
to each of them and agree tha there shdl at dl times during the term of this Agreement
be a Paying Agent as defined in, and under terms substantidly smilar to those of, the
Paying Agent Agreement, a copy of which is attached as Exhibit A hereto.

5. Appointment of Paying Agent

(@ The Paying Agent shal be gppointed upon the written approva of a mgority of RTO
Wes and the Transmisson Owners then having in effect a Trangmisson Operating
Agreement with RTO Wes.

(b) In the event that a mgority gpprova is not obtained in a reasonable period as
determined by RTO West in view of the necessty that a Paying Agent shdl at al times
be appointed during the term of this Agreement, RTO Wes shdl firg attempt to gppoint
a Paying Agent on behdf of the Transmisson Owners. If RTO West determines that no
Paying Agent may be placed under contract in the time necessary, RTO West itself shdl
assume the duties of Paying Agent, in each case on a temporary bass under terms
subgtantialy smilar to those provided in Exhibit A, pending appointment and approva of
a permanent Paying Agent.

6. Withdrawal by Transmisson Owner

(@ If a Trangmisson Owner reasonably determines that a Paying Agent Agreement is
inadequate for assuring a secure flow to the Transmisson Owner of its funds and
revenues derived from the use of its transmisson fadilities, the Transmisson Owner may
withdraw from participation in any Paying Agent Agreement then in effect upon ninety
(90) cadendar days prior written notice to the Participants and the Paying Agent.

(b) After recapt by RTO West of written notice by a Transmisson Owner of its
intention to withdraw from the Paying Agent Agreement, RTO West shdl provide dl
information reasonably necessary, a times reasonably necessary, for the Transmisson
Owner to bill Customers directly and collect revenues therefrom directly for the use of
Transmisson Owner’s trangmisson facilities under the then-applicable Tariff, provided,
however, that the amounts that the withdrawing Transmisson Owner may theregfter bill
for the use of Trangmisson Owner's trangmisson fadilities under the Taiff shdl be
determined soldy by reference to the Tariff and any protocols or agreements then in
effect with respect to the withdrawing Tranamisson Owner for the dlocation of revenues
among Transmisson Owners and RTO Wes. Notwithstanding any other provison of
this Agreement, the withdrawa of a Trangmisson Owner from this Agreement, shdl not
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affect the obligation of any Participant to make trandfer or other payments to another
Participant under any agreement, including a Paying Agent Agreement.

7. Billing Services

(@) RTO Wed, on behaf of each Transmisson Owner, shdl act as a hilling agent and
shdl prepare or cause to be prepared hillings for al use of a Trangmisson Owner’s
transmisson facilities to tranamit eectric energy and provide related services under an
goplicable Tariff. Such billings shdl indude, without limitation, a Transmisson Access
Chage, a TUAC (TRF), a Trander Payment, amounts due from Scheduling
Coordinators, payments with respect to Company Rates, and such other charges and
payments as from time to time may be derived from use of a Transmisson Owner’'s
tranamisson facilities to tranamit eectric energy and provide rdaed services under an
goplicable Tariff.

(b) RTO shdl prepare and submit such billings to respective obligors (including without
limitation, RTO West, a Scheduling Coordinator, a Transmisson Owner, or a Customer)
in the manner and a such times as provided in an applicable Tariff.

(c) Smultaneoudy with the submisson of such hillings, RTO West shdl provide copies
thereof to each Transmisson Owner and Paying Agent.

(d) At a Trangmisson Owner’s written direction, RTO West shdl reflect in such billings
on behdf of Trangmisson Owner the application of monetary billing credits to
Cusomers or others for ther use of the Transmisson Owner’'s trangmisson faclities
The Trangmisson Owner shdl provide RTO West with information regarding the amount
of hilling credits to be provided and name of the Customer or other againg whose hills
the credits shdl be applied. The Transmisson Owner shdl provide such billing credit
information to RTO West not later than five (5) Business Days prior to the daie RTO
West submits such hills to customers under the Tariff.

(e) Each Transmisson Owner agrees that the billings prepared and submitted by the
RTO Wes on behdf of each Trangmisson Owner may be combined with other billings
for the use of the transmisson facilities of other Transmisson Owners, for the fees and
charges of Scheduling Coordinators and for the provison of services by RTO West or
other entities, in each case as provided under an applicable Tariff, provided, however,
that if such billings are combined, RTO West shdl separately itemize the hillings on the
bass of the entity on whose behdf payment is due and by the service or benefit provided,
and, provided further, tha, such billings shdl provide that RTO Wes is preparing and
submitting bills as an agent of the Transmisson Owners, Scheduling Coordinators or
other entities in their respective individua capacities ad that revenues paid under the
billings shdl be the revenue and propety of the Transmisson Owners, Scheduling
Coordinators RTO West or other entities in their respective individua capacities solely in
accordance with the terms of the Paying Agent Agreement.
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8. Ownership of Funds, Revenues

(@) All amounts paid to a Paying Agent on behdf of a Transmisson Owner shdl at al
times be the funds and revenues only of the Transmisson Owner on whose behdf the
funds were paid, and such funds shal be the revenue and property of such Transmisson
Owner in its respective individud capacity, soldy in accordance with the terms of the
Paying Agent Agreemen.

(b.) All amounts paid to a Paying Agent on behadf of RTO West shdl at dl times be the
funds and revenues only of RTO West and such funds shal be the revenue and property
of RTO Wed in its individud capacity, solely in accordance with the terms of the Paying
Agent Agreement.

9. Notices

Unless otherwise provided herein, dl notices or other communications hereunder shdl be
deemed given when delivered in writing by hand or sent by facamile transmisson, tested
telex, or registered mail, postage prepaid, addressed as follows:

If to RTO West:
If to Tranamisson Owner:

10. Assignment

This Agreemet shdl inure to the benefit of and be binding upon the respective parties
hereto, and their respective successors and assigns. A paty may assgn this Agreement
to another entity upon thirty (30) cdendar days advance written notice to the Paying
Agent and all other Participants.

11. Governing Law
This Agreement shdl be governed and congtrued under the laws of the State of
Washington, to the extent permitted under Federd law.

12. Counterparts
This Agreement may be executed in any number of counterparts, each of which when so

executed and ddivered shdl be an origind, but dl such counterparts shdl together
condtitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed as of the day and year first written above.
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EXHIBIT ATO THE AGREEMENT AMONG RTO WEST
AND TRANSMISSION OWNERSTO USE PAYING AGENT

SAMPLE FORM OF PAYING AGENT AGREEMENT

This Agreement, executed , 20, by and among the United States
of America, Depatment of Energy, acting by and through the Adminigrator of the
Bonneville Power Adminigration (Bonneville), PecifiCorp, Idaho Power Company,
Montana Power Company, Puget Sound Energy, Inc., Avista Corporation, Sierra Pacific
Power Company, Portland General Electric Company, Nevada Power Company, and BC
Hydro), RTO Wed, Inc., a nonprofit corporatiion formed under the laws of the State of
Washington (hereinafter referred to as “RTO West,”) and Bank,
(hereinafter referred to as “Agent”).

WITNESSETH

WHEREAS, the Transmisson Owners (as hereinafter defined) are coordinaing the
operation of their trangmisson sysems through the use of RTO Wedt, a regiond
tranamisson organization in furtherance of policies, orders and rules of the Federd
Energy Regulatory Commission;

WHEREAS, the Transmisson Owners dedre to provide for an efficient arrangement for
the collection of revenues from the combined operations of their transmisson systems
and to provide the customers of such systems with a common payment facility for the
collection of revenues, and

WHEREAS, each of the Transmisson Ownes and RTO desres to assure that
notwithganding the common payment faclity, its revenues will not be diverted or
gpplied to obligations other than its own;

Now, therefore, the parties mutually agree asfollows:.

1. Definitions

(&) “BudgnessDay” meansaday onwhich Agent isopen for commercid busness.

(b.) “Customer” means a corporation, firm, partnership, cooperative, association, joint
venture, limited liability company, trust, public or governmenta body, or other
legal person or entity who has a payment obligation to a Participant with respect to
the provison of transmisson service through RTO West-controlled transmission

fadlities. The teem Customer may include RTO West, a Tranamisson Owner, a
Scheduling Coordinator, or other entity thet is a Participant.
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(c) TPaticipant” means RTO Wed, a Transmisson Owner, a Scheduling Coordinator
or other entity that becomes party to this Agreement and receives payment through
the Agent.

(d.) “Scheduling Coordinator” means an RTO West certified scheduling coordinator as
defined in the RTO West Taiff.

(e) “Taiff” means a taiff, gpproved by the Federd Energy Regulatory Commission,
governing the terms and conditions of transmisson and related service by RTO
West and/or one or more Transmission Owners.

(f.) “Transmisson Operating Agreement” means that agreement dated [DATE] among
the Transmisson Owners pursuant to which the Transmisson Owners have
agreed, among other things, to the joint operation of their respective transmisson
facilities by RTO West, as such Agreement may from time to time be amended.

(g.) “Trangmisson Owne” means an owner of transmisson facilities as defined in the
Transmisson Operating Agreement.

2. Exhibits

Exhibits A through G ae by this reference incorporated herein and made part of this
Agreement. [NOTE: The exhibits will be prepared after the various allocation
protocols, fee structures. payment responsibilities and related terms are agreed to. Some
of the Exhibits will relate to payments with respect to Ancillary Service, Scheduling
Coordinators, Company Rates, TUAC (TRF), Transmission Access Charges, RTO Uplift
and any other fees or charges that are to pass through the Paying Agent. It is anticipated
that Scheduling Coordinators will be required to participate in the Paying Agent
Agreement.]

3. Term of Agreement

This Agreement shal be effective upon execution and delivery and, except as provided in
sections 14, 15 and 16, and except as to accrued obligations and liabilities, shdl terminate
on DATE.

4. Receipt of Funds, Agency Relationship with Participants

Each Paticipant hereby agppoints the Agent to be the recipient of funds pad by
Customers to Agent on the Participant’'s behdlf, subject to the terms hereof. Agent shal
receive, hold and disburse funds pad to it under the Tariff solely in the capacity of agent
on behdf of each Participant in its repective individua capacity. Agent shdl have no
right, title, interest, or clam on such revenues except as described herein.  Such funds
ghdl be hed in trus for the Participants individudly as ther interests gppear in this
Agreement.
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5. Northwest Transmission Revenue Account

(@) On or before [DATE], Agent shdl establish a trust account, in the name of the
Participants, to be desgnated as the Northwest Transmisson Revenue Account, into
which the Agent shdl depost dl recepts and collections payable in the name of a
Paticipant as provided under a Taiff, a Transmisson Operating Agreement between
RTO West and a Transmisson Owner, or an agreement between RTO West and a
Scheduling Coordinator under which the Scheduling Coordinator will perform scheduling
coordination services.

(b) Agent dhdl edablish, mantain, and account for the Northwest Transmisson
Revenue Account separatey from al other accounts of Agent or any other person or
entity.

The following section would be needed if Paying Agent cannot make same day
distributions:

[(©) Aget shdl invest the Northwest Transmisson Revenue Account in (insert name of
money market fund or other overnight money market type fund)].

6. Transfer Payment Net Settlement Accounts

(@) On or before [DATE], Agent shdl establish one trust account for, and in the name
of, eech Participant. Such accounts, to be designated Transmission Lockbox Accounts,
shdl be used by the Agent to effect net settlements of payments among Participants as
provided in Exhibit A (Transfer Payment Clearing Protocol —which will be drafted when
the protocol is agreed to).

(b) Agent shdl edablish, maintan and account for each such Transmisson Lockbox
Account separately from the Northwest Transmisson Revenue Account, from al other
accounts of Agent, from any account of any Participants other than Participant in whose
name the Trangmisson Lockbox Account is established, and from any accounts of any
other person or entity. Each such Transmisson Lockbox Account shal be held in trust
by the Agent in the name of Participant for whom the Lockbox Account was established.

(c) Agent dhdl invest amounts in the Transmisson Lockbox Accounts in [insert name
of money market fund or other overnight money market type fund].

7. Digtributions

(@) [On the same Business Day] that funds are received into the Northwest Transmission
Revenue Account, Agent shadl make didributions on behdf of each Participant to its
Trangmisson Lockbox Account, soldy in accordance with the dlocations and directions
provided in Exhibit B (Revenues from Company Rates), Exhibit C (Revenues from Nor-
Exempt FHrm Trangmisson Rights), Exhibit D (Revenues from NonExempt RTR),
Exhibit E (Revenues from TUAC (TRF)) and such other Exhibits as may be agreed to
from time to time among the Participants with the consent of the Agent. A Participant
may a any time ovearide the foregoing direction to didribute funds to its Transmisson
Lockbox Account, by providing written notice to the Agent, who, upon receipt of such
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notice, shdl make didributions of the Paticipant's funds from the Northwest
Trangmisson Account to one or more accounts other than the Participant’s Transmisson
Lockbox Account as designated in writing to the Agent by the Participant.

(b) Digributions to Participants from funds received into the Northwest Transmisson
Account under Exhibit C (Revenues from Non-Exempt Frm Transmisson Rights),
Exhibit D (Revenues from Non-Exempt RTR) and Exhibit E (Revenues from TUAC
(TRF)) shdl be made smultaneoudy among al Participants.

(c) Upon periodic ret settlement of transfer payments as provided in Exhibit A (Transfer
Payment Clearing Protocol), Agent shdl make didributions of remaining amounts from
the Transmisson Lockbox Accounts by dectronic trandfer to the accounts or accounts
gpecified from time to time by the respective Participant.

8. Interest Earnings
(@) Agent shdl trander any interest earnings on amounts in the Lockboxes to the
accounts or accounts specified by the related Participant in writing to Agent.

The following section would be needed only if the Paying Agent could not agree to make
same day transfers out of the Northwest Transmission Revenue Account:

[(b.) Interest earnings on amounts in the Northwest Transmisson Revenue Account shdl
be dlocated to each Participant in the proportion that its respective clam to the funds
eaning interest bears to the sum of dl of the dams of al Participants to the funds
eaning interest.  Agent shdl didribute interest earnings to Participants on or before the
last cdendar day of each cdendar month by dectronic transfer to the accounts or
accounts specified by each Participant in writing to Agent.]

9. Notice of Nonpayment

Agent shdl immediatdy notify each Paticipant in writing of any non-payment, late
payment or partid payment by a Customer of amounts due and owing under the Tariff.
In determining whether to provide notice of non-payment, late payment or partid
payment, Agent shdl refer to, and may conclusvely rely on, the most recent copy then
received from RTO Wes of billings of amounts due and owing under the Taiff by a
Customer.

10. Allocation and Distribution of Partial Payments

In the event of a patid payment by a Cusomer of a billing under the Tariff, Agent shal
digribute to the Participants the funds received from such Customer proportionately in
the ratio that each Participant’s interest in payment bears to the sum of al amounts shown
on the billing as due and payable to al Participants, provided, however, that, in the event
a Cugtomer disputes a hilling with one or more named Participants and notifies the Agent
in writing that specific amounts withhdd ae due to a dispute with such named
Paticipant or Paticipants, Agent shal dlocate any shortfdl to the Participant or
Participants so named by Customer. In the event that such a dispute is later resolved and
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Customer is required to pay or pays amounts in resolution of the dispute, the Participant
to whom such a shortfdl is dlocated is (or, as the case may be, the Participants whom the
shortfdl are dlocated are) entitted to any payments by Customer in respect of such
resolution.

11. Records

Agent agrees to keep such books and records as shall be consstent with prudent industry
practice and to make such books and records available for inspection and audit by any
Participant.

12. Authorization

Agent is hereby authorized and directed to honor its obligation under and in compliance
with this Agreement without regard to, and without any duty on its part to inquire into (i)
any disputes or controversies between or among the Participants, and (ii) the respective
rights, duties, or liabilities of the Participants. Each Participant agrees that the Agent's
sole obligations to the Participant shdl be limited to honoring the Agent’'s obligations
under and compliance with the terms of the Agreement.

13. No Right of Participantsto Revenuesor Funds of Another Participant

Each Participant agrees that it has no clam on, right to or interest in, any funds received,
held, or disbursed by Agent except to the extent that such revenues may be dlocated and
digtributed to such Participant as provided herein.

14. Withdrawal and Transfer of Agreement by Participant
(@) Paticipant may withdraw from this Agreement on not less than ninety (90) caendar
days advance written notice of such withdrawa to the Agent and all other Participants.

(b.) This Agreement shdl inure to the benefit of and be binding upon the Agent and the
Paticipants and their respective successors and assgns. A Participant may assgn this
Agreement to another party upon thirty (30) cdendar days advance written notice to the
Agent and dl other Participants.

(c) Notwithstanding any other provison of this Agreement, the withdrawa of a
Participant as provided herein, shal not affect the obligation of any Participant to make
transfer payments to ancther Participant under any Exhibit A.

15. Termination and Assgnment of Agreement by Agent

(@) Agent may terminate this Agreement only upon ninety (90) cdendar days prior
written notice to each Participant.

(b.) Agent may transfer or assgn this Agreement only upon receiving the written consent
of each Participant whose consent shall not be unreasonably withheld.
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16. Removal of Agent; Appointment of Successor Agent
The Agent may be removed a any time immediady upon ddivery thereto of an
instrument sgned by amgority of the Participants.

17. Amendment
This Agreement may not be amended except by a writing Sgned by each of the parties
hereto.

18. Liability of Agent, Agent Indemnified and Held Harmless (Will depend on
negotiations with Bank)

(@) Agent shdl incur no liability to a Participant or any other person for its actions as
Agent pursuant to the terms of this Agreement except for its willful misconduct or
negligence.  In making didributions under this Agreement, Agent shdl not be lidble for
any error made in good faith.

(b.) The Paticipants agree to indemnify and hold Agent harmless from any liability in its
adminigration of the duties hereunder, apat from ligblity aisng from the willful
misconduct or negligence of Agent; provided however, that, in the event that Agent is to
be indemnified or hedd harmless hereunder, each Participant shdl be obligated to pay
only its share of the indemnification of the Agent and the expense of holding Agent
harmless from liability, in accordance with the dlocations in Exhibit F (Proportionate
Paticipant Respongbility). Agent acknowledges that the obligation of a Participant
under this section is individud as to such Participant as determined in accordance with
Exhibit F (Proportionate Participant Responshility), and is the severa but not the joint
respongbility of the Participants.

19. Feesof Agent (Will depend on negotiations with Bank)

(@) As compensation for the Agent's service hereunder, each Participant shdl pay for its
repective share of the Agent's fees in accordance with the schedule in Exhibit G
(Paying Agent Fee Schedule). Agent shdl prepare and submit separate written hills to
each Participant for the Participant’s respective share of the Agent's monthly fees only
after the completion of the caendar month for which Agent renders service,

(b) Each Paticipant shal be obligated only to pay the share of Agent's fees as
determined in accordance with Exhibit F (Proportionate Participant Responshbility) and
Agent acknowledges that its fees are the severd but not the joint respongbility of the
Participants.
20. Notices
Unless otherwise provided herein, dl notices or other communications hereunder shdl be

deemed given when delivered in writing by hand or sent by facamile transmisson, tested
telex, or registered mail, postage prepaid, addressed as follows:
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If to Agent:
If to Transmisson Owner:
21. Governing Law
This Agreement shdl be governed and construed under the laws of the State of New
Y ork, to the extent permitted under Federd law.
22. Counterparts
This Agreement may be executed in any number of counterparts, each of which when s0

executed and ddivered shdl be an origind, but al such counterparts shal together
condtitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed as of the day and year first written above.
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